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SANDLER, REIFF & YOUNG, P.C.

April 22,2010

Jeff'S. Jordan, Esq.
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The undersigned represent John Callahan and John Callahan for Congress (“JCFC” or
" enllectively). By this letter, the committee responds to a complaint filed by

Robert A. Gleason, Jr. In his complaint, Mr. Gleason alleges that JCFC violated the “prohibited
transfer provision set forth im 11 C.F.R. 110.3(d) and for violation of the testing the waters
pravisions set forth in 11 C.F.R. 100.72(a) and 100.131(a),” Complaint st 1, when Mr.
Callaban’s Pennsylvania mayoral campaign committee made a payment to a “Democratic
researchl firm” to perform opposition research in anticipation of Mr. Callahan’s candidscy for the
U.S. Mouse of Reprovenitatives in the 2010 election cycle.

The Respandants de mot cispute tha underlying faosi in this metier, that bc. Callaben’s
mayozal campaign committee, Friends of Jobhn Callahan, made paymants to Stanfiord Campaigrs,
an entity in Auatin, Texas, that performs a wide variety of campeign-related services, including
opposition research. Respondents dispute, however, the characterization of these payments as
expenditures intended to “test the waters” for a potential federal candidacy and deny that the
payments were an Improper transfer from a state candidate committee to a federal candidate
commitice. As explained below, the research was procured, ané originally used, by Friends of
Join Callahan, a non-federal campaiga committee maintained in conmection with Jobn
Calthhea's canspaign for recleation v Mayos of Bethlehera. Sewond, before any information was
ussd by Mr. Callaken’s congressional campaisn, the fideral committee paid fair market value to
the sints campeign cimzxstiee ta obtai the injoomation. Tiazefove, na “trasaiss” or in-kind
confeibuted resultei.
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FACTS AND ANALYSI§

Friends of John Callahan (“FIC”) is a candidate committee registered with the state of
Pennsylvatia as the princignl arsepvsign committre fiox Ielen Cxilaban's candidacy far mayer of
Bethlshom, Pansylwmia. FJC is subjgct to the peahibitinns, limismsions emsi reporting
requireuants of Pennsylvania law. FIC ray collsct contributisns in any amount fram
individuals and palitical committees, as well as partnerships, LLPs and L1.Cs of which no
membet is a corporation. 25 Pa. Cons. Stat. § 3253(d). Mr. Callahan was first elected mayor of
Bethlehem in November 2003, and ran for and won re-election in 2005 and 2009. He served on
the Bethlehem Uity Councii for several years prior to his election &3 mayor, the youngest person
ever to hold a Bethlehem vouncil posRion.

In Mgy end lome, 2068, FIC maéi: teo puyments to Stanford Campaigns in the amounts
of $4,500 and $5,432.83, respectively. These payments were reported to the Pennsylvania
Department of State ca FJC's aanpaign disclosune reporta.as expendituzas fos “Research.”
Stanford Caspajgns, based in Austin, Teceas, conducts opposition research and other services for
political clients.” John Callahan for Congress filed a Form 1 Siatement of Organization and Form
2 Declarstion of Candidacy with the FEC on July, 31, 2009. The complaint concedes that at the
time oY tieve puyments to Stimford Cantpeigns, “John Callahan had not yet filed with the FEC.”
Cenplainm at 2.

This cengplaintt angaes that twossye Juim Calixhan uams 2 fvdizal tumdiiaty after thie:
paymagis to Staford Campaigns for “research”™, the purpose of the payments and the research
were to “test the waters” for a federal candidacy. The Federal Election Campaign Act (the
“Act”) and tim Cammissisn's “tasting the waters” regulation provides that the turm
“expendituze” does not include “[playments made solely for the purpose of determining whether
an individual should become a candidate.” 11 CFR 100.131(a). Ifthe individual subsequently
becomes a candidate, the payments are considered “expenditures™ retroactively and are subject
to the reporting requirement wf thm Act. Jd FEC regulatiens furthes: state that *“eranufers of
funds or asees Hom & smwdidate’s cumpuign comnmifte or sucount for « nenfideral election w
his or Iree prineipdl ss=npaign commiwee or Gitr avithorized esrmittes for a Saiwi cledtion =
prutivived.” /d § 110.5(d). Tiew, the somplilint mzuss, if the payoumts to Stnfd i
were (1) fier the puzpase of “tenting tho waters” for & federal caniideny and (2) wad by o
tranafienc tx the fedaml amulidair conemittor {o ferther & fatoml samliceoy, then the nesozmh
win peid fos with impermassible finds and ronstitutell en improper in-lind cazdribntios, to the
federal candidate commitiee.

First, Respondents meintain that the payments to Stanford Campaigns frem the mayoral
campuign committes were fot use of the informmtion the research obtained and any value it had
for tHe mayoral election thtt was %0 takee plase in Noveznber 2099, At the time of the pay=nents,
Mr. Cellahan wus stiil ranning for re-election for mayor of Bethichem. Furthermore, at that time,
he had made no decision regarding a possible run for federal office. In addition, Mr. Callahan
was still activaly ragginm mzenzy fisn kis selection ermypmiga for mayer. Jee Huiancs of Jolm
Callohas Comnyaian Finanes Beports, avaiiabile of hiigidiwvavsonprgniaissce. tiute na.uy/. The
Mwwwwmammmhmmm
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In addition, background self-research is markedly different from a poll designed to test an
individual's nuss rovegnition nr Yespsability iiiings widaiw s partioufsr ams. Tho natwe of a
poll clepxly indiimiiss thu wn iedividuni io considering a rum fou uffice, as the FB{C lua found on
numsetus oacasinns. Ses, ng., Fixst Gensoal Covinsel’s Repact, WUR 4935 (Nenr for Congrem:),
at21s:22. Backprousd seseazch, by contmst, msy be xand for a vaniety of purpmses not relztad to
fedezal clestions.

The complaint cites statements made by Justin Schall, the federal committee’s campaign
manager, in its assertion that the research was conducted “in preparation for Callahan’s run for
congress.” Complaint &t 5. The mticle does mot quute Mr. Schall direstly—instead, t Fnfers that
Mr. Seiiall toininmod it the repsarcl: ud Hoon dom: bufore il fedural eammpuigm existed, which
is, in fimg, tue. Ciomsmry ta what the mxtiohe asits, bmswvesmr, Mr. Schadl neser aiuted that the
research was ctmticind tw bnmifit the foders] mxmpaign ar even to “test the witye™ far a pamaible
fedseral camdiducy. In fast, duripg thie interview, Mr. Saball made clear to the mpertar sevesal
timas that the zpsezseis had intrinyic value to the angoigg meyora! campaign and thirefons had te
be peid for with funds from the msynral campaign committee. The report failed to mention thia
fact as it did not fit the story the reparter was trying to tell. Mz. Schall also stated during this
conversetion that the federal campaign was not using the research but that, when ami if the
muyoral election was over and a potential federal campaign decided to utilize the research, the
federal commiittee would pay the mayoral commmiteee the fair market value for the use of the
reseaxch. Again, the reporter also fhiled to mention this faet. On Jarasry 15, 2010, when the
feduml commmittes decidd to we the ressanih, it pait the cmymul comemittes for wso of the
maissits at fanoeiont weine. Payment wns roede a full meth bwifoss this sompldent veas final.

Second, ewgondante diid not mals & prohikited tsansfiv of funds ce assets fraz M.
Callzkan’s mayoral campaign committee to his federsl sandidate committee in viclation of 11
CF.R §110.3(d). The research conducted by FIC, the mayoral committee, was not used by the
federal committee in connection with Mr. Callahan’s election until afier the January 15, 2010
payment to the mayoral comumittee. Thus, before tlie innterial was used by the federal
committee, JCFC made a fair market value payment of $5,000 to FJC for the pro-tated cost to
purcimse the research. Thv espumditure to FIC ‘wes disclosed by JCFC on the firmt wtiarvee FEC
repast fiied en Agril 1S, 2610.

Far the masons stzxivi abhme, the Regpoadents did nut use impermissible funds to pay fixr
background resszach in peepasstion for Mir. Caliahan’s sexdidncy for faderal office, amil tie:
mayoral campaign cammittee did not improperly transfer its assets to the federal candidate
committee. We respectfully request that the Commission find no reason to believe that any
violation of the Act occurred and close the file.

Sincerely,

Neil Reiff
Counsel fnc Raspendents




